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On March 16, President Fernando Collor de Mello implemented by decree a series of anti-inflation
measures. The Brazilian Congress had 30 days to vote on the package to avoid an automatic 30-day
extension of the measures. Measure 168, considered the heart of the plan, froze for 18 months assets
of over $1,200 in bank savings accounts, and over $600 or 20% (whichever is greater) in short-term
money market deposits. As a result, about $115 billion, or 80% of all bank deposits, were taken out
of circulation by fiat. The plan also included a 30-day price freeze, introduction of a new currency,
among other measures.
April 5: The Congress approved measure 159 which establishes rules of conduct for public servants,
and severe punishments for infractions.
April 8: As of this date, legislators had passed four measures intact and eight with minor
modifications. Privatization measures were amended as follows: the Congress may suspend sales
of state-run companies in process; withdrawal of authorization for foreign banks to acquire equity
in privatized state companies via debt swaps; and, reducing the number of companies slated for
privatization. In addition to Petrobras and postal and telecommunications services, the Congress has
excluded from privatization the Bank of Brazil, and regional financial institutions.
April 12: The Brazilian Congress voted 249-204 to approve the measure freezing bank deposits and
money market deposits. A bill introduced by the Brazilian Democratic Movement Party (PMDB)
that would have freed the frozen funds was defeated, 249 to 206. The lower house then rejected,
by a 193-92 vote, all amendments to the government's original bill, which became law without
modifications.
Most economists predict that President Collor's policies will produce several months of recession.
The automotives, capital goods, construction and machine tools industries are virtually paralyzed.
Unions say almost one million workers have either been fired, taken pay cuts, or been put on
collective holiday. Brazilian Ambassador to the US, Marcello Marques Moreira, said in an interview
with AP that the Congress voted not to allow foreign banks with loans to the government to swap
these loans for shares in state companies that go private. A World Bank official told the New York
Times that the bank is preparing several large loans, including one for $100 million, that can move
forward as a result of the congressional action. [Basic data from Radio Nacional (Brasilia), 04/05/90;
Folha de Sao Paulo, 04/06/90; AP, 04/08/90, 04/12/90; UPI, AFP, 04/12/90; New York Times, 04/13/90)
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